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his report is submitted on behalf 
of the Board of Directors and 
will present a review of impor- 


tant developments which have affected 
the Company during the past year. 


The Company 


eoples Oil Limited is based in 
Calgary and is actively engaged 
in oil and gas exploration and 


development. Activities continue to be 
concentrated in the United States, 


although some efforts are now being — 


expended toward the identification and 
development of oil and gas reserves in 
_ Alberta and in western Saskatchewan. 


Peoples’ producing properties are 
located in the Rocky Mountain region 
of the U.S., namely, in Wyoming, 
Colorado, and New Mexico. 


Peoples continues to work closely with 
Mon-Oil Limited, the largest 
shareholder of Peoples. Mon-Oil is the 


Letter To The Shareholders 


main developer of prospects in which 
Peoples participates. 


Crude Oil and 
Natural Gas Prices 


uring the past year, crude oil 
D and natural gas prices remained 

very volatile. In a turbulent 
market environment, crude oil prices 
reached a low of $12.50 U.S. per 
barrel (Wyoming Sweet) in October, 
1988. 


Similarly, natural gas prices remained 
relatively flat for most of our fiscal year 
(approximately $1.25 per mcf). How- 
ever, prices began to rise in September, 
1988, reaching above $1.50 per mcf. 


Naturally, these fluctuations in oil and 
gas prices have a major effect on our 
efforts to determine the viability of oil 
and gas projects. However, we do 
expect some increase and stabilization 
in oil and gas prices in the future, 
particularly as the U.S. “gas bubble”’ 
disappears. 


Main Producing Properties 


eoples’ main producing proper- 
P ties are located in Wyoming, in 

the South Cole Creek (Dakota) 
field, and in the V-Two Draw (Frontier) 
area. In Colorado, wet gas is produc- 
ed from the Papoose Canyon field in 
the Paradox Basin. There is also minor 
gas production from the Watenburg 
field in the Denver Julesburg Basin, and 
from the Delaware Basin in Chaves 
County, New Mexico. 


Heretofore, our main production has 
been from the South Cole Creek field. 
However, this production has begun to 
decline and water has appeared recently 
at two of our wells. 


A successful stimulation treatment was 
carried out on the South Cole Creek 
State #1 well in early September, 
resulting in a fourfold increase in 
production, from five barrels of oil per 
day to 23 barrels of oil per day. 
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Letter To The Shareholders (continued) 


We do not foresee any new development 
of reserves at South Cole Creek or 
V-Iwo Draw, given the current oil price 
situation. Production is deep (over 
9,000 feet) and wells are relatively 
expensive ($300,000.00 U.S. dry hole). 


Papoose Canyon also is considered to 
be completely developed. 


Other Projects 


he proposed acquisition of 
: properties at Burke Ranch in 
central Wyoming has been 
dropped because declining oil prices 
made the profitability of this area 
quite marginal. However, Peoples is 
continuing its efforts to obtain leases in 
the Cole Creek area, north of the South 
Cole Creek field. Negotiations are 
underway and we are confident that an 
agreement will soon be reached with 
the landowners involved, making it 
possible for Peoples to participate in 
new drilling. Peoples is primarily in- 
terested in the Cole Creek Shannon 
zone, with drilling at a depth of about 
4,700 feet. 
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Our efforts to develop prospects in the 
North Buck Draw area of Wyoming 
also are continuing as the operator 
obtains additional seismic data and 
interpretation. 


The North Buck Draw project, located 
thirty miles northeast of Casper, will 
involve one or two 12,000 foot Dakota 
sand tests, at a cost of approximately 
$700,000.00 U.S. per test. Hence, 
Peoples will require partners if it 
wishes to participate. This is a high 
reserve area of approximately 4 bcf of 
natural gas per 640 acre well. Again, 
oil prices will have a great deal of bear- 
ing on the economic feasibility of this 
project. 


Finances 


eoples continues to enjoy a 
Pp strong working capital position, 

with no debt of any kind. As 
indicated in the last report, if market 
conditions permit, the Company plans 
to undertake a share issue in order to 
enhance its financial position further. 


Raising the Company’s profile within — 
the investment community is a priori- — 
ty for Peoples’ management. We hope — 
to increase our investors’ knowledge of 


Peoples and its prospects, and cultivate 


greater interest in the Company’s © 


shares, through an active communica- 
tions program. 


We believe the future looks 
promising for Peoples. Despite the 


challenges presented by volatile prices, — 
increasing regulatory responsibilities, — 


and the complexities of project develop- 
ment, 
Company will continue to expand and 
prosper. 


very 


we are confident that the — 


Once again, we would like to take this — 
opportunity to thank those persons who ~ 


have contributed to Peoples during the 


course of the last year, including our ~ 


Directors, who have provided a great 


deal of assistance, the staff of Mon-Oil — 
for all of their help, and, of course, our — 


shareholders for their encouragement 
and support. 


Ck. 1K aR 2 

John B. Maughan, P.Eng. 

President and Chief Executive Officer 
Calgary, Canada 

March 3, 1989 
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PEOPLES OIL LIMITED 


e have examined the 
consolidated balance sheet 
of Peoples Oil Limited as at 


October 31, 1988 and the consolidated 
statements of income and retained ear- 
nings and changes in financial position 
for the year then ended. Our examina- 
tion was made in accordance with 
generally accepted auditing standards, 
and accordingly included such tests and 


Auditors Report 


other procedures as we considered 
necessary in the circumstances. 


In our opinion, these consolidated 
financial statements present fairly the 
financial position of the company as at 
October 31, 1988 and the results of its 
operations and the changes in its finan- 
cial position for the year then ended in 
accordance with generally accepted 


accounting principles applied on a basis 
consistent with that of the preceding 
year. 


ig ggg 
Chartered Accountants 


Calgary, Canada 
January 27, 1989 
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FINANCIAL STATEMENTS _.- 


Consolidated Balance Sheet as at October 31, 1988 


Assets 
Current assets: 


(with comparative figures for 1987) 


Cash and tern deposits: 332 5e2<patyiendeWarrests Neos acoabe a nmete wae peeitey celia seman Rene age Ber ecto s hin 


Inventory ....... 


TELE TT eee eee ee eee eee ee eee eee ee ee ee i ror 


Due: from-affiltates. 22 eee ON Ee ee A iirc nee ee = ae nS. 
Acecrtied’ interest, FECeTVAD IS: eae casce les oe orci esate aie eo eo STREETS OE Eee EE erate 
Income..taxés recetvable: oso. acct cecil erste cist Selene uel AIO a ere ae ace Mine sete eesne: 


Petroleum and. natural’ gas’ properties,“at' COSt 7.22). .Ja-cennsto tacts ee siiee os oeeasneeae sy aeacbnetin: 
Less: accumulated depletion: and depreciation 1.05.2 C.20525.0. achts capes temceninmnessvietiec est spares 


Dem ee eee eee eH meee eee HOHE EEE THEE EEE EEE ED EEE HEHE EEE HE HS EEE EE OEE DEORE TEETH EEE EOE EET E EEE EEO EE 


Liabilities and Shareholders’ Equity 


Current liabilities: 


Income’ taxes’ payable (0a. isco. sd nese nne s vece eta tap cua oye cin eee emee ame nman aes cave Hea taawesyae cea 
Deferred iComes taxes ty. sari cete ak cea ciclo rcrato ae wrote eee cteioree EL one aT STE ome Dene TOTS ree ere econ ares 


Deferred- 1mCome taxes ss icicle ase ee ee ocrahrrers eae eRe eR Pa Ree nie ae eS ey PIE terete oy deter ered 


Shareholders’ equity: 


Share capital (Note 4) 


Authorized: 


10,000,000 common shares without nominal 


or par value 


Issued: 


2,095,003 common shares 
(987 =2.075,003 ‘common, shares) @..%,;7. casas meso coeenececoeeas ot accesses eae 
Foreign ‘currency -trarislation accounts. hgne, sc os etaekies serena nade me Sone ott Rate ne ae ree 


Retained earnings 


i i ii i rir iii 


On behalf of the Board: 


oh a (a auial masa , Director 
__ Svan ise , Director 


See accompanying notes to financial statements. 


1988 
25,211 


1,241,081 
1,009,190 
712,475 


296,715 
3,078 


$ 1,540874 


750,200 
(15,737) 
607,551 


1,342,014 
$ 1,540,874 


1987 


$ 1,047,876 
32,369 
85,333 

2,081 


1,167,659 
1,088,616 
669,800 


418,816 
3,245 


$1,589,720 


2,942 
26,318 


29,260 
228,951 


743,200 
21,376 
566,933 


1,331,509 
§ 1,586,720 
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Consolidated Statement of Income and Retained Earnings as at October 31, 1988 
(with comparative figures for 1987) 


Revenue: 


(INET Sh nie RAN ta ac, AE Gt ae ng ne oa ae go 
SOLS PERS als MOA ik Tc ae Re eS ae 
IGCLE SU gee he ten. oe See a cs ec coe clon atu Morenradienlcls wu ctipe indian af Sucvla apie wie 


Expenses: 


PIPEMIUCHONMCOS(N Yt cee enti ns/ec Nodaes ponies dois bimatis eas cgenmbseczaicverns 
Panigveniure, Operating xCOSES ia cee nn ancl tceoects niches skis eee ctanasees 
DOCH OMe AIK CC DICCIAION Sete Pe totes) ob cwmnal $lee Sac sods doswatcoess 
ee neT al aN <A SETALIVE sans atta epee then tee eeistasschdectesdee shee alee paes 


IMGOMmEe DElOre INCOME TAXES: fesse. tse econ dak csbtoleawoaacmaceneele 


Income taxes (Note 3): 


(CUTEREHT & Sargusre GR SESE ae Nae Sas IN geek: Se OE AR a eae 
Weete nred tec oe yee cere re EE BARE ee tno d® Bi daa a haietectatew cn 


BN Gam TC OTING get ee ire te eta pets PEN ee ee Sek hk ee ci ied ce haien ere Cotte 


Retained earnings, beginning OF VeaT, .+5.6.5. 6. p cc. ncsescceseescetprcvoebanee des 


Wee ane OTe STI TORY CAL eee aon ene Hat ean opin dege teers Soon settee hee Bh va lgced ees es etcee deeper’ 


Pere e eta eer yee eee eeu ay UFR oelc ison tease seh ooo nce Geta ba tose dthipg ve hese aes ehee Fone 


See accompanying notes to financial statements. 
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Ce i a 


Seem e ewer ee ee reese svese 


i i i iy 
i ie as 


a i i ee iy 
i i ry 


Se ey 


252,921 


44,594 


42,655 
(38,679) 


3,976 


40,618 


566,933 


607,551 


0.02 


1987 


302,265 
18,574 
75,198 


396,037 


45,275 
42,377 
146,240 
69,938 


303,830 


92,207 


41,432 


(31,775) 


9,657 


82,550 


$ 
$ 


484 383 


566,933 


0.04 
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Consolidated Statement of Changes in Financial Position as at October 31, 1988 


(with comparative figures for 1987) 


1988 1987 
Operating activities: 
Net cimComiies 2 io.cp sist ce. Soh icc sab luecce Phere le us cao bee oan De eee OR Ae este eee $ 40,618 Ste BS2 550 
Items not affecting working capital: . 
Depletion ‘and depreciation: +3.-.2: Laiga-aqvosbeccmeesece cas das- oe Beeepne teem ee a eee eet 94,869 146,240 
Deferred: incdimie. taxege cca. p2.. fs sab haswendeinacetee Moka ghee oe OREO ae maak ae ie ae na (38,679) (1,093) 
Net changes in non-cash working capital balances ..................0eceeeeecsseeeeeceeeeeeeeeees (1,736) (74,533) 


95,072 153,164 


Investing activities: 


Additions to petroleum and natural gas properties .................ssceseceeccueeneceeeeneceeaees (2,418) (90,292) 
Effect of currency translation adjustments on cash flows ................secsceececeecteeeeeceeens 1,292 (9,958) 


(1,126) (100,250) 


Financing activities: 


Issue: of: common 'sharé§ hos. ASect aos tke dew ae Teas lane Bo ee Eee de A 7,000 45,900 
Increase-in. cash:andtermdeposits during the year, 0.25.2... 4.c4os scored ac se erent ae ae eee 100,946 98,814 
Cash and term deposits; beginning ‘of year \2.<0.2.008evorok rarer tootsie mean eee 1,047,876 949,062 
Cash and “tert deposits; end tof year cuntetcla.cdacesadcothvoecdenes hays AE eeaee eee Pe eae ee $ 1,148,822 $ 1,047,876 


See accompanying notes to financial statements. 
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Notes to Consolidated Financial Statements as at October 31, 1988 


Significant accounting policies: 


a) Petroleum and natural gas properties: 


The Company follows the full-cost method of accounting for oil and gas operations in accordance with the Canadian Institute 
of Chartered Accountants Accounting Guideline “Full Cost Accounting in the Oil and Gas Industry’. Capitalized costs are 
limited to undiscounted estimated future net revenues, using prices at October 31, 1988, from production of proved reserves, 
after applicable income taxes and general and administrative expenses. Operations are carried out principally in the United States. 


Costs incurred are being depleted on the unit of production method based on estimated proven reserves. The Company has 
not capitalized any general and administrative expenses for the year. 
b) Foreign currency translation: 


The accounts of the United States subsidiary, which is accounted for as self-sustaining operation, have been translated into 
Canadian dollars on the following basis: 


(i) Assets and liabilities at the rate of exchange at the balance sheet date; 
(ii) Revenue and expenses at the average rate of exchange for the year. 
All gains and losses arising from foreign currency translation of the United States subsidiary are included in the foreign 
currency translation account. 
c) Joint venture accounting: 
Substantially all of the Company’s exploration activities are conducted jointly with others and accordingly these financial statements 
reflect only the Company’s proportionate interest in such activities. 
d) Inventories: 
Inventories are recorded at the lower of cost (first in first out) and replacement cost. 


Related party transactions: 


The Company participates in joint ventures with Mon-Oil Inc., a wholly-owned subsidiary of Mon-Oil Limited, a shareholder. 
The terms of the joint ventures are considered comparable to similar transactions with non-related parties. Substantially all capital 
expenditures incurred during the year relate to these joint ventures. 


Maughan Energy Limited has provided management services to the Company during the year in the amount of $8,987 (1987 - $9,633). 


Income taxes: 1988 1987 
Provisions for income taxes based on combined basic Canadian 
federal and provincial tax rate of 48.6% (1987 - 50.2%) ..........cceeceeeeeeneeeeeecuneeeneeees $ 21,673 $ 46,300 


Decrease in income taxes resulting from: 
Lower effective income tax rate on 


CARMINE SP OLMOTCI TY SUOSIUIALY. Westiec ae) pind ive «2 82ie dun atin hack dec Ponse unennide ueeaiove’ (2,725) (17,200) 
Draw down of deferred income taxes : 
tee Ma Atedl tatVOIIETODL THIER) 0 cs: A Sones de ok sheyasboesdiescanaaideecoiee sats tacnoh cmescucen (14,972) (19,443) 


$ 3,976 $ 9,657 


Share capital: 
During the year, 20,000 common shares were issued for cash of $7,000 upon the exercise of stock purchase options. 


Number Number 
Number Exercised/ Outstanding 
Expiry Date Option Price Granted Expired 1988 
April 27, 1991 $0.80 95,000 — 95,000 
April 26, 1990 $0.80 46,000 10,000 36,000 
March 3, 1988 $0.35 20,000 20,000 a 
161,000 30,000 131,000 
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Segmented information: 
The Company operates principally as an oil and gas exploration and development company. 


Revenue: 


Oil and gas and royalty 
Ite RES S3ssch er tee tsoce Meteo acta emis 


Expenses: 


Production costs 
Joint venture operating costs 
Depletion and depreciation 


Segmented income before the following 


General and administrative 
Income staxeS get us ee ee ote ee 


Net income 


Identifiable assets 


Revenue: 


Oil and gas and royalty 
MBICTOS UR NN ta csehseeacs trac tenes ce ot 


Expenses: 


Production costs 
Joint venture operating costs 
Depletion and depreciation 


Segmented income before the following 


General and administrative 


Income taxes 


Net income 


Seem e eee meres erasers esereoseeeeseeece 


Se i ir airy 


Seem e meee meee eee eres eeersereresesesresseessseesene 


Coe ee weer e reer errs e cer eeeeseresene 


i i ir i 


Pee e eee eee mere res ees reese eeesesesesesseseessesesesseese 


ee ry 


SHO m mw meee ere r erase eee aeeese neers eeusesueseses 


Ce i i i i ie i ay 


Demme metre reese eee sneer eesererseese 


i i i i i is 


Pew mee eee meee wena nner eereseeseesses 


SOPHO ROE Hee remem e eee eens eeeeeeeHeseeneseeeeebeseeees 


POCO e mere eres eereereseeseseeeseereneressssteesere 


Canada 


$ 845,352 


Canada 


62,670 
62,670 


§ 62,670 


$812,536 
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1988 
United 


States 


$ 205,604 
17,519 


223,123 


60,957 
33,783 
94,869 


189,609 
$ 33,514 


$ 695,522 


1987 


United 
States 


$: ~~ 320,839 
12,528 


333,508 


45,275 
42,377 
146,240 


233,892 
$ 99,475 


$ 777,184 


Total 
$ 205,604 
SIS 
297,515 
60,957 
33,783 
94,869 
189,609 
$ 107,906 
63,312 
3,976 
$ 40,618 
$ 1,540,874 
Total 
$ 320,839 
75,198 
___ 396037 
45,275 
42,377 
146,240 
233,892 
$ 162,145 
69,938 
9,657 
$ 82,550 
§_ 1,589,720 
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Authorized 
Capitalization: 
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Shares Issued: 
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